
Northwestern Corporation, dba Northwestern Energy 
Income Tax 
December 31, 2006 Test Year 

Statement K 
Page 1 of 1 

Line Total Claimed Adjusted 
No. Description System Adjustments TOTAL 

(a) (b) (c) (dl 

South Dakota Electric 
Current Income Tax Expense 

Federal 
State 

Deferred Income Tax Expense 
Federal 
State 

Investment Tax Credit Amortization 

Total South Dakota Electric 

South Dakota Gas 
Current Income Tax Expense 

Federal 
State 

Deferred lncome Tax Expense 
Federal 
State 

Investment Tax Credit Amortization 

Total South Dakota Gas 

Other Util~ty & Non-Utility Operat~ons 
Current 'Income Tax Expense 

Federal 
State 

Deferred Income Tax Expense 
Federal 
State 

Investment Tax Credit Amortization 

Total Other Operations 

Total lncome Tax Expense 



Northwestern Corporation, dba Northwestern Energy 
Reconciliation of Income Per Books to Income Per Tax 
December 31,2006 Test Year 

Reconciliations of book net income to tax net income for Northwestern Energy 
are attached for the tax years 2005,2004,2003, and 2002. 

Schedule K-I 
Page 1 of 5 



Northwestern Corporation, dba Northwestern Energy 
Reconciliation of Income Per Books to Income Per Tax - 2005 
December 31,2006 Test Year 

Schedule K-1 
Page 2 of 5 

Line 
No. Description 

(a) 

f Net Incorne/(Loss) per Books 
2 
3 PERMANENT ADJUSTMENTS 
4 70% Dividends Received Deduction 
5 AUFDC Adjustment 
6 Federal Income Tax Ded'd on Books 
7 Fines & Penalties 
8 Meals & Entertainment 
9 Non-Deductible Lobbying Expense 
10 Offjcers Life Insurance 
11 Removal Costs 
12 Salvage Costs 
13 Section 263A Unicap Adjustment 
14 State Tax Adjustment 
15 
16 Sub-Total Permanent Adjustments 
17 
18 TEMPORARY ADJUSTMENTS 
19 Accrued Audit Adjustment 
20 Accrued Bonus Adjustment 
21 Accrued Property Tax Adjustment 
22 Accrued Vacation Adjustment 
23 Amortization of Loss on Reacquired Debt 
24 Book > Tax Bad Debt Expense 
25 4797 Part I. Ln 2 Loss CORPTax Acct 6094090 
26 Contributions in Aid of Construction 
27 Deferred Gas Costs 
28 Deferred interest 
29 Deferred Power Costs 
30 Injuries and Damages 
31 LTD Self-Insurance 
32 Non-qualified Retjrement 
33 Partnership Incomel(Loss) 
34 Prepaid Pension 
35 Reverse Book Depreciation 
36 Simplified Service Costs 
37 SlSP Benefit Payments 
38 Tax Deprec~ation 
39 
40 Sub-Total Temporary Adjustments 
41 
42 Taxable Incornel(Loss) 

Amount 
(b) 

5,807,144 



Northwestern Corporation, dba Northwestern Energy 
Reconciliation of lncome Per Books to lncome Per Tax - 2004 
December 31.2006 Test Year 

Schedule K-1 
Page 3 of 5 

Line 
No. Description 

(a) 

1 Net Income/(Loss) per Books 
2 
3 PERMANENT ADJUSTMENTS 
4 70% Dividends Received Deduction 
5 Federal lncome Tax Ded'd on Books 
6 Fines & Penalties 
7 Meals & f ntertainment 
8 Non-Deductible Arnort of Unearned Resticted Stk 
9 Non-Deductible Lobbying Expense 
10 Otficers Life Insurance 
11 
12 Sub-Total Permanent Adjustments 
13 
14 TEMPORARY ADJUSTMENTS 
15 Accrued Audit Adjustment 
16 Accrued Bonus Adjustment 
17 Accrued Property Tax Adjustment 
18 Accrued Vacation Adjustment 
19 Amortization of Loss on Reacquired Debt 
20 Contributions in Aid of Construction 
21 Deferred Directors Fees 
22 Deferred Gainllntercompany Sale 
23 Deferred Gas Costs 
24 Deferred tnterest 
25 FPP - General Reserve 
26 General Reserve 
27 Injuries and Damages 
28 LTD Self-Insurance 
29 Partnership Incomel(Loss) 
30 Prepaid Pension 
32 Reverse Book Depreciation 
32 Simplified Service Costs 
33 SlSP Benefit Payments 
34 Tax z Book Bad Debt Expense 
35 Tax Depreciation 
36 Utility Revenue Adjustments 
37 
38 Sub-Total Temporary Adjustments 
39 
40 Taxable Incomel(Loss) 

Amount 
(b) 



Northwestern Corporation, dba Northwestern Energy 
Reconciliation of lnwme Per Books to Income Per Tax - 2003 
December 31, 2006 Test Year 

Schedule K-l 
Page 4 of 5 

Line 
No. Description 

(a) 

1 Net lncornel(Loss) per Books 
2 
3 PERMANENT ADJUSTMENTS 
4 DRIP Expense Allocation 
5 Federal tnwme Tax Ded'd on Books 
6 Fines & Penalties 
7 Intercompany Interest income 
8 Meals 8 Entertainment 
9 Non-Deductible Lobbying Expense 
10 Non-Deductible Officers' Compensation 
11 Officers Life Insurance 
12 
13 Sub-Total Permanent Adjustments 
14 
15 TEMPORARY ADJUSTMENTS 
16 Accrued Bonus Adjustment 
17 Accrued Phantom Stock 
18 Accrued Property Tax Adjustment 
19 Accrued Vacation Adjustment 
20 Amortization of Loss on Reacquired Debt 
21 Charitable Contribution Adjustment 
22 Contributions in Aid of Construction 
23 Deferred Directors Fees 
24 Deferred Gainltntercompany Sale 
25 Deferred Gas Costs 
26 Deferred Interest 
27 Delaware Franchise Tax 
28 Dividends from Subsidiaries 
29 Emissions Allowance Program 
30 FPP - General R e S e ~ e  
31 General Reserve 
32 Injuries and Damages 
33 LTD Self-Insurance 
34 Non-qualified Retirement 
35 Partnership tncornel(Loss) 
36 Prepaid Pension 
37 Reverse Book Depreciation 
38 Simplified Service Costs 
39 SlSP Benefit Payments 
40 Tax > Book Bad Deb! Expense 
41 Tax Depreciation 
42 Utility Revenue Adjustments 
43 
44 Sub-Total Ternporav Adjustments 
45 
46 Taxable Incomel(Loss) 

Amount 
Ib) 



NwthWeslern Corporation. dba Northwestern Energy 
Reconclltabon of lncome Per Books to Income Per Tax - 
December 3I. 2006 Test Year 

Scnedule K-1 
Page 5 of 5 

Line 
No. Description 

(a) 

1 Net lnmme;(Loss) per Books 
2 
3 PERMANENT ADJUSTMENTS 
4 DRIP Expense Altocat~on 
5 ESOP [hwdends Pa~d Deduct~on 
6 Fedeml Inmme Tax Ded'd on Books 
7 Flnes & Penalties 
8 Meals & Enterta~nment 
9 Non-Deduct~ble Club Dues 
10 Nm-Deduhble Goodw~lt 
11 Officers L~fe Insurance 
12 Safe Harbor Lease Amorhzatron 
13 Stale Tax Adjustment 
14 
15 Sub-Total Permanent Adjustments 
16 
17 TEMPORARY ADJUSTMENTS 
18 Accrued Bonus Adjustment 
19 Accrued Phantom Stock 
20 Accrued Propert) Tax Adjustment 
2t  Accrued Vacat~on Adlustment 
22 Amortlzat~an of Loss on Reacqu~red Debt 
23 BooMax Ga~n Difference 
24 Chantable Contnbut~on Adjustment 
25 Contnbul~ons In Aid of Construct~on 
26 Deferred Dlrecton Fees 
27 Deferred Ga~n, Intercompany Sale 
28 Deferred Gas Cosls 
29 Deferred Interest 
30 Deferred Power Costs 
31 Depreclatron Deducl~on - PY Audlt 
32 Em~ssions Atlowance Program 
33 FPP - General Reserve 
34 General Reserve 
35 Injunes and Damages 
36 LTD Self-Insurance 
37 Nonqual~fied Retlremenl 
38 Pamershlp Incomel(Loss) 
39 Prepa~d Pension 
40 Reverse Book Depreaat~on 
41 Sectbon 481 Ad~ustment 
42 Slmpl~fied Servlce Costs 
43 SlSP Benefit Payments 
44 So11 Remedlat~on~Envlr Clean-up 
45 Tax > Book Bad Debt Expense 
46 Tax Depreclatron 
47 Utlltly Revenue Adjustments 
48 
49 Sub-Total Temporary Adjustments 
50 
51 Taxable lncomel(Loss) 

Amount 
(bJ 



Northwestern Corporation, dba Northwestern Energy 
Difference Between Book and Tax Depreciation 
December 31,2006 Test Year 

Schedule K-2 
Page 1 of 1 

Line Total South Dakota South Dakota 
No. Description Company Electric Only Gas Only 

(a) Ib) (c)  (dl 

1 Tax Depreciation On A Straight-Line Basis 
2 
3 Book Depreciation 
4 
5 Difference Between Straight-Line Basis Tax Depreciation 
6 And Book Depreciation (737,586) (2,799,839) 1,037,085 
7 
8 
9 
10 
f I Tax Depreciation 
12 
13 Tax Depreciation On A Straight-Line Basis 
14 
15 Excess Of Tax Depreciation Over Straight-Line Basis 
16 Tax Depreciation 



Northwestern Corporation, dba Northwestern Energy 
Consolidated Federal Income Tax 
December 31,2006 Test Year 

Schedule K-3 
Page t of 1 

(ESTIMATE BASED UPON EXTENSION) 

Allocation of 
Line Taxable Consolidated 
No. Company lncomel(Loss) Taxes 

(a) (b) (c) 

f Northwestern Corporation - Parent 
2 
5 Clark Fork & Blackfoot, LLC 
6 
7 Northwestern Services. LLC 247,102 86,486 
8 
9 Risk Partners Assurance, Ltd. 2 10,895 73,8 1 3 
10 
1 1 Nekota Resources, LLC (1 9,384) (6,785) 
12 
13 Northwestern Energy Marketing, LLC (99,200) (34,720) 
14 
15 Total (392,277,855) 825,000 
16 
17 Income Tax @ 35% 
18 Alternative Minimum Tax 
19 
20 Total Consolidated Tax 



Northwestern Corporation, dba Northwestern Energy 
Working Papers for an Allowance for Current Tax Greater 
Than Tax Calculated at Consolidated Rate 
December 31,2006 Test Year 

Schedule K-4 
Page 1 of 1 

The "Stand-Alone" method is used to compute the income tax expense or benefit to the jurisdiction in this filing. 
The computations include all benefits from tax deductions stemming from costs borne by utility customers. 





Northwestern Corporation, dba Northwestern Energy 
Taxes Other Than Income Taxes 
Twelve Months Ending December 31,2006 

Statement L 
Page 1 of 1 

Line Actual 
No. Description Base Period Adjustments Test Period 

(4 Ib) ( 4  Id) 

Delaware Franchise 
South Dakota Gross Revenue 
Vehicle LicenseJTax 
Payroll Tax 
South Dakota Property Tax 
Freeman Property Taxes 
Nekota Property faxes 
Property Tax Kansas (SD) 

Total Expense 



Northwestern Corporation, dba Northwestern Energy 
Financial Summary - South Dakota Gas 
Twelve Months Ending December 31,2006 

Statement M 
Page 1  of 1 

Adjustments 
Base Period to Reflect 

Line Not Normalizing Requested Test Period 
No. Description Reference Normalized Adjustments Normalized Return Total 

(a) (b) (4 (dl (el (fl (g) 

Operating Revenues 
Gas Sales Revenues 
Transportation Revenues 
Other Revenues 

Total 

Operating Expenses 
Cost of Gas Supply 
Operating and Maintenance Expense 
Depreciation and Amortization 
Taxes Other Than Income Taxes 
Federal and State Income Taxes 
Rate Case Expense 

Total 

Operating income 

Rate Base 

Return on Rate Base 

Return on Equity 

Sch 2, P2 
Sch 2, P3 
Sch 3, PI 

Sch 2, P2 
Statement H 
Sch 5, P I  
Statement L 
Sch 7, P I  
Sch 8, P I  

Sch 9, PI 

Sch 9, P I  



Northwestern Corporation, dba Northwestern Energy 
South Dakota Rate Case 
South Dakota Gas Revenue Requirement 
Test Year Ended December 31,2006 

Statement N 
Page 1 of 6 

Line South Dakota 
No. Description Gas Reference 

(a) (b) (c) 

Rate Base 

Rate of Return 

Required Return 

Adjusted Test Year Operating Income 

Change in Operating Income 

Income Tax Effect 
Federal @ 35% 

Revenue (Excess) Deficiency 
Gross Receipts Tax @ 0.001 5 

Total Revenue (Excess) Deficiency 

Test Year Pro Forma Revenue 

Revenue Requirement 

Revenue Requirement % Change 

Sch. 9, Col. (g), Line 29 

Sch. 9.2, COI. (h), Line 7 

Line 1 multiplied by Line 3 

Sch. 1, Col. (e), Line 18 

Line 5 minus Line 7 

Line 9 plus line 26 divided by .65, times .35 

Line 9 plus Line 12 
Sch. 1, Col. (f), Line 12 

Line 14 plus Line 15 

Statement M, Col. (e), Line 6 

Line 17 plus Line 19 

Line 17 divided by Line 19 



Northwestern Corporation, dba Northwestern Energy 
Consolidated Cost of Capital - Northwestern Corporation 
December 31,2005 and 2006 

Statement N 
Page 2 of 6 

Line 
Beginning of End of Period Amounts Weighted 

Period Capital Capital Cost of Cost of 
No. Description Reference Amounts Amounts Ratios Capital Capital 

(a) (b) (c) (d) (el (fl (9) 
$ $ % Yo Yo 

1 Long-Term Debt 
2 
3 Preferred Stock Equity & Securities 
4 
5 Common Stock Equity 
6 
7 Total Capitalization 

* $150M of MT First Mortgage Bonds were classified as Short Term Debt as of 22-31-05, and is therefore not included in this balance. 
*' The interest rates of the debt related to SD Gas is used with the debt total of the consolidated company. 
** Source is Statement G - Debt Capital of Required Schedules 



Northwestern Corporation, dba Northwestern Energy 
Summary of Pro Forma Adjustments - Operating lncome Statement 
Twelve Months Ending December 31,2006 

Statement N 
Page 3 of 6 

Former Nekota M&A 
Line Per Books Weather Customer Other Rate Case Non-Utiliy Advertising Labor 
No. Description Dec 31,2006 Normalization Gas Load Revenues Expense Expenses Expense Expense 

(a) (b) (c) (dl ( 4  (fl (9) (h) (i) 

1 Operating Revenues 
2 Gas Sales Revenues 53,810,761 6,747-31 2 0 0 0 0 0 0 
3 Transportation Revenues 1,241,199 (10,129) 3,296,602 0 0 0 0 0 
4 Other Revenues 246,422 0 0 (1 0,683) 0 0 0 0 

Operating Expenses 
Cost of Gas Supply 
Operating and Maintenance Expense 
Depreciation and Amortization 
Taxes Other Than Income Taxes 
Ad Valorem 
Gross Revenue 
Other 
Federal and State Income Taxes 
Rate Case Expense 

18 
19 Total 
20 
21 Operating lncome 



Northwestern Corporation, dba Northwestern Energy 
Summary of Pro Forma Adjustments - Operating lncome Statement 
Twelve Months Ending December 31,2006 

Statement N 
Page 4 of 6 

Line 
Insurance Depreciation Freeman Eliminate 

Intra-Company Interest Actuarial Rate Reassign Natural O&M Charged Normalized . . - - 
No. Description Rent Synchron. Adjustment Change Assoc. Dues Gas Addition to  Nekota Stock Grants 

(a) (b) (4 (4 (4 (fl (9) (h) 0) 

1 Operating Revenues 
2 Gas Sales Revenues 0 0 0 0 0 1,969,070 0 0 
3 Transportation Revenues 0 0 0 0 0 0 0 0 
4 Other Revenues 0 0 0 0 0 0 0 0 
5 
6 Total 0 0 0 0 0 1,969,070 0 0 
7 

Operating Expenses 
Cost of Gas Supply 
Operating and Maintenance Expense 
Depreciation and Amortization 
Taxes Other Than Income Taxes 
Ad Valorem 
Gross Revenue 
Other 
Federal and State lncome Taxes 
Kate Case Expense 

Total 

Operating lncome 



Northwestern Corporation, dba Northwestern Energy 
Summary of Pro Forma Adjustments - Operating Income Statement 
Twelve Months Ending December 31, 2006 

Statement N 
Page 5 of 6 

Line 

(16) (17) (18) (19) Statement M 
Col. (d) 

Normlize Remove General Terms Ad Valorem 
IT Upgrade Govt lobby Proposed Tax Allocation Total 

No. Description Labor related costs Changes Adjustment Adjustments 

(a) (b) (4 (dl (dl Ii) 

Operating Revenues 
Gas Sales Revenues 
Transportation Revenues 
Other Revenues 

Total 

Operating Expenses 
Cost of Gas Supply 
Operating and Maintenance Expense 
Depreciation and Amortization 
Taxes Other Than Income Taxes 
Ad Valorem 
Gross Revenue 
Other 
Federal and State Income Taxes 
Rate Case Expense 

Total 

Operating Income 



Northwestern Corporation, dba Northwestern Energy 
Summary of Pro Forma Adjustments - Rate Base 
Twelve Months Ending December 31, 2006 

Adjustment No. (1 (2) (3) 

Line 
Nekota Feeman 

South Dakota Rate Case Plant Plant 

Statement N 
Page 6 of 6 

Total 
No. Description Per Books Expense Additions Additions Adjustments 

(a) (b) (c )  (dl (el (9 (9 )  

1 Plant in Service 
2 Direct South Dakota Gas Plant 63,475,158 10,979,034 1,572,243 0 12,551,277 
3 Common Plant 9,762,248 0 0 0 0 0 
4 

Subtotal 

Distribution Replacements 
Distribution Mains 
Distribution Services 
Construction in Service, 
Not Transferred 
Direct South Dakota Gas Plant 
Common Plant 

Total Plant and Property 

Accumulated Depreciation & Amort. 
Direct South Dakota Gas Plant 
Common Plant 

Total Reserve 

Net Utility Plant 
Working Capital 
Unamortized Rate Case Expense 
Deferred Tax Reserve 

Net Rate Base 


